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Sprint does not believe that unbundling loop elements and

offering such elements to competitors at wholesale rates is a

sufficient basis for relaxing the regulation of (much less

deregulating) LEC interstate access services beyond the measures

discussed in Section II above. Resale alone does not ensure long

term, viable competition, because a reseller is dependent upon

the underlying carrier -- the entity against which it is compet-

ing -- for key facilities. True competition requires the pres-

ence of two or more facilities-based alternative access provid-

ers.

The presence of facilities-based competitors was a key fac-

tor in the Commission's analysis of competition in the interex-

change market. In its order granting AT&T nondominant status,

the Commission noted that: 20

... AT&T faces at least two full-fledged facilities-based
competitors. Both MCI and Sprint have nationwide net
works that are capable of offering most consumers an
alternative choice of services relative to AT&T. In
addition, there is at least one other nationwide facili
ties-based provider (WorldCom, formerly LDDS/WilTel) ,
which primarily serves the business market and could
enter the residential market segment, and dozens of
regional facilities-based carriers. There are also sev
eral hundred small carriers that primarily resell the
capacity of the largest interexchange carriers. We
believe that the significant excess capacity and large
number of long-distance carriers limits any exercise of
market power by AT&T.

Until these conditions are present in the local services market,

deregulation of interexchange access services is not warranted.

20 Motion of AT&T Corp. to be Reclassified as a Non-Dominant
Carrier, Order released October 23, 1995, '70 (FCC 95-427) .
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IV. IT IS PREMATURE TO CONSIDBR IMPLKMBNTATION OF STREAMLINED
REGULATION FOR INTERSTATE ACCESS SBRVICES.

As part of its Phase II analysis, the Commission has pro-

posed to condition streamlining on a showing of actual competi-

tion by the LEC (1127). It further proposed to use the analyti-

cal framework used to streamline AT&T's services as the basis for

relaxing regulation of LEC price cap services (1128).

As an initial matter, Sprint would emphasize that the local

markets both local service and interstate access are

nowhere near the point where streamlined regulation is at all

warranted. As Sprint and other parties demonstrated in previous

filings in CC Docket No. 94_1,21 the LECs retain bottleneck con-

trol over exchange access facilities, and what competition may

exist is minimal. Competitive access providers (CAPs) account

for less than 1% of access revenues; cellular carriers, PCS pro-

viders, and cable and utility companies pose even less of a com-

petitive threat than do CAPs. Even in Nynex's LATA 132 -- which

the Commission has found is one of the most competitive access

markets in the country -- Nynex receives 96% of Sprint's access

dollars, either directly or via CAPs, despite Sprint's policy of

giving as much of its access business to CAPs as they are able to

handle, given service standard and cost considerations. Under

21 See, e.g., Sprint Corp.'s Reply Comments filed June 29, 1994,
pp. 28 -29.
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these conditions, there is no justification for granting stream

lined regulatory treatment for any interstate access service.

Sprint would further note that there currently are no mecha

nisms in place for measuring market share, demand responsiveness,

or supply responsiveness in the interstate access market, three

of the factors which the Commission has proposed to use in con

sidering whether to streamline access regulation. The Commission

is only now soliciting comments on proposed reporting require

ments that would apply to companies that provide access to inter

state telecommunications services. 22 Once reporting mechanisms

have been adopted, it will take several data points before any

reasonable analysis of competitive trends can be made. Thus, it

is premature to try to assess whether the three factors proposed

by the Commission (market share, demand and supply responsive

ness) are comprehensive enough, or even whether the requisite

data are available, for the analysis needed here.

As discussed in Section III above, Sprint believes that any

analysis of whether streamlined regulation is warranted should

focus on whether the criteria on a comprehensive competitive

checklist (such as Sprint's "Essential Elements of Local Tele

phone Competition") have been satisfied. Legal and regulatory

barriers to entry and expansion must be eliminated; equitable

interconnection and compensation arrangements must be estab-

22 See TAPS Public Notice, supra n. 16.
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lished; equal access to numbering resources must be available;

universal service support and embedded subsidies must be

resolved; and rational and equitable regulations for both incum

bents and new market entrants must be established, before the

existence of effective and viable competition in the local serv

ices market can be posited.

Sprint agrees with the Commission's tentative conclusion

that market share should be one of the major factors to be con

sidered in determining the level of competition in a given market

for purposes of streamlined regulation (1143). While it is not

at all clear at this point what level of market share erosion

would indicate the need for additional regulatory flexibility for

the provision of interstate access services, Sprint would note

that AT&T was not afforded streamlined regulatory treatment of

its interexchange Basket 3 (business) services until it had lost

approximately half of its share in that market to its competi

tors, which included at least two national, facilities-based

IXCs, numerous regional facilities based IXCs, and hundreds of

resellers.

Once the structural barriers to competition have been

removed, and the presence of actual, facilities-based competition

has been established, it might be reasonable to allow price cap

LECs some additional pricing flexibility in the provision of

interstate access service. For example, LECs' downward pricing

flexibility might be increased to -15% at the service band level;
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certain filings might become effective on shorter notice and with

less cost support; and the ability to target the application of

the productivity offset to baskets or service categories beyond

the RIC and CCLC might be granted.

V. IT IS FRUITLBSS AT THIS POINT TO SPBCULATB ON THE COJlDITIOHS
UHDBR WHICH NOJIDOMIXAN'T TRBA'l'MBNT OF INTERSTATE ACCESS
SERVICES WOULD BE WARRANTED.

The Commission has stated that it would consider aLEC non-

dominant and forbear from price regulation when it is shown to

lack market power ('152). It has thus sought comments on

"whether any LECs are likely to lose market power for any geo-

graphic and product markets in the foreseeable future, and if

not, whether it is premature at this time to adopt rules govern-

ing nondominant local exchange carriers at this time" ('155).

In principle, Sprint agrees that LECs should be eligible for

nondominant regulatory treatment when they no longer have market

power in the provision of interstate access service. However, at

this point, it is fruitless to speculate on when this phase may

be reached, and impossible to identify what specific, measurable

criteria should be adopted to define when this phase has been

reached. There are so many unknown factors which affect the com-

petitive landscape -- RBOC entry into the interexchange market,

the viability of CAPs, and the development of new technologies

such as PCS, to name only a few -- that any attempt to set the

terms under which nondominant regulation of price cap LECs is

warranted is bound to be either too lenient or too harsh. There
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is time for the Commission to reexamine the issue of LEC deregu

lation, and deferral of this issue to a later date is clearly in

the public interest.

VI. CONCLUSION.

As discussed above, the Commission should adopt three meas

ures to rationalize access pricing as part of its Phase I reform:

phase out the CCLC and RIC; allow price cap LEes to implement

zone density pricing even if they do not have operational

expanded interconnection arrangements; and expand zone density

pricing to include the CCLC and local switching elements. The

Commission should also adopt a comprehensive "competitive check

list," such as Sprint's "Essential Elements for Local Telephone

Competition," as a tool for assessing whether barriers to com

petitive entry into the local services market have been removed.

Once the criteria on this checklist have been satisfied, and the

presence of actual, facilities-based competition has been estab

lished, it might be reasonable to allow price cap LECs some addi

tional pricing flexibility in the provision of interstate access

services.
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